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TOWERS MARTS AND PROPERTIES LIMITED 


April 14, 1967. 
TO THE SHAREHOLDERS: 

The financial reports of your Company for the 
fiscal year ended September 30, 1966, including the 
auditors’ report, are presented herewith, showing 
comparative figures for the preceding year. 

1966 has been a year of considerable progress 
for your Company. The Proposal made in 1963 under 
Part Ill of the Bankruptcy Act was implemented by 
the issue to all creditors whose claims were allowed 
of $1,532,000 face amount of notes and 765,745 com- 
mon shares. In addition, the Company prepaid certain 
of its mortgages at a substantial discount. 

Claims of three creditors for some $6,030,000 
were, on the advice of counsel, disallowed in their 
entirety by the Trustee under the Proposal. These 
creditors have appealed this disallowance and the 
matter is now being litigated in the Supreme Court 
of Ontario. 

Enclosed with this report is a notice of an 
annual and general meeting of shareholders of your 
Company, together with copies of 

(i) a Special Resolution to be presented to the 

meeting; 

(ii) an agreement between the Company and 

The Oshawa Wholesale Limited (“Oshawa”); 
(iii) an agreement between the Company and 
Allied Towers Merchants Limited (“A.T.M.”); 
(iv) an agreement between Lincoln Rochester 
Trust Company and the Company; 

(v) the Annual Report of A.T.M.; 

(vi) an offer of Oshawa to shareholders of A.T.M.; 
and 

(vii) a pro forma balance sheet of your Company 
after giving effect to the transactions con- 
templated in the above agreements. 


PRESIDENT’S REPORT 


In essence, your Company, if the shareholders 
confirm the Special Resolution, is agreeing, inter 
alia, (i) with Oshawa to exchange its Voting Trust 
Certificates representing 503,750 common shares of 
A.T.M. for 29,632 Oshawa “A” shares and its 50,000 
preference shares of A.T.M. for cancellation of certain 
indebtedness to Oshawa; and (ii) with A.T.M. to 
accept a net cash payment of about $512,000 for its 
right to receive 742% of the consolidated net profits 
before taxes of A.T.M. and its subsidiaries. The cash 
to be received from A.T.M. is to be used to the extent 
of approximately $62,000, to redeem debentures held 
by Oshawa. 

It is the considered opinion of your directors 
that implementation of the agreements is in the best 
interests of your Company, and your directors recom- 
mend confirmation of the Special Resolution relating 
thereto at the shareholders’ meeting. 

Upon completion of the transactions contem- 
plated by the agreements your Company will have as 
its main asset 29,632 Oshawa “A” shares which will 
be pledged in favour of the Company’s bankers in 
substitution for the A.T.M. shares. 

Contemporaneously with the mailing of this 
report to shareholders, the Company is making an 
offer to the holders of all notes issued under the 
Proposal to purchase such notes for cancellation at 
25¢ on the dollar. The offer is conditional upon imple- 
mentation of the enclosed agreements. Your directors 
are of the opinion that this offer should prove attrac- 
tive to the noteholders and advantageous to. the 
shareholders. 


On behalf of the Board 
M. GOLDHAR, President. 
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TOWERS MARTS AND PROPERTIES LIMITED BALANCE SHEET 
(Incorporated under the laws of Ontario) SEPTEMBER 30, 1966 


(with comparative figures at September 30, 1965) 


ASSETS 
1966 1965 
O75 9 En Eee St EPR NS Yor Me SE Ta Ree ON a Noes a OA A ed a anc d oy DSHGyAl S$... 238386 
414% bank. deposit receipt. .22 4a ace Dee ve ee ee 40,000 
19,671 63,336 
Investment in, and amounts due from, 
Allied Towers Merchants Limited: 
Accounts receivable — 
Currentiaccou nt <5 acco cees Chie ee ere i Po et a 21,892 31,968 
Instalment account? ..::45..6- So roe oe < See ee ee eee 32,656 41,492 
54,548 73,460 
SHARES AT COST (notes 4 and 5): 
50,000 (1965—52,500) 6% preference shares .....................00005- 500,000 510,000 
503,750:(1965—753,750).commorn shares ie. oe eee er 503,750 224,300 
1,058,298 807,760 
LEASED PROPERTIES (note 3): 
Shoppihg centres — land and-buitdings 22 2 s,s 1,596,688 1,766,363 
Furniture‘and: fixtures? 5.005, eee 45,855 58,256 
1,642,543 1,824,619 
On behalf of the Board: 
M. Goldhar, Director 
S. Gotfrid, Director 
$2,720,512 $2,695,715 


See accompanying notes to financial statements 


TOWERS MARTS AND PROPERTIES LIMITED 


LIABILITIES 


Current accounts payable and accrued charges ........................ 


SECURED CREDITORS (schedule A) 


Mortgages payable (secured by shopping centres and assignment of 


BECOULILSETECCIVADICNC Rie. oc. chick... ee btenie cat nde oar este le eee 4 
Eaamand debentures (note 5) «....... 0... ccc cccecveevucse 


DUE TO CREDITORS UNDER BANKRUPTCY PROPOSAL (note 1): 

PETC neGMCHEGILONSH Mme Manis. Hy lodton + TURE OE ED Mend eae ees Whe dale cna ahem ye 
SEERCIBCTOCULONS 2.505 god ts scp ee CY Wetec a shold a Saws 
NUNN TIS ee St Fa A ih af vd oe ats akc Dhaeadl ais Mies id ies Rw Silay bk 


DEFERRED CLAIMS: 
Payable at the rate of $3,000 per month, including interest at 6% 


Remmi mayapie (OTe 1) Glues. .k dak aac hed cashes se awe we on 
Provision for unsecured claims (note 1) .....................4. 
Accrued interest on 3% notes issued or provided for (note 1) .... 


Ne LAPS ER ESL PEO) 28 hol 3 atin aie eet 5 eS 


DEFICIENCY IN SHAREHOLDERS’ EQUITY: 


SVT ~ .. o ala sw Ress 8 tes ray eRe eat ea 


Less share capital (note 1) — 
AUTHORIZED: 
3,750,000 shares of no par value 


ISSUED: 


3,015,760 shares (1965 — 2,250,015 shares) ...............-....45 


See accompanying notes to financial statements 


Ce dae) oe ee 


1,344,603 
591,659 


1,936,262 


142,479 
1,532,003 
67,507 
138,411 


1,880,400 
3,847,462 


4,382,878 


3,255,928 


1,126,950 
$2,720,512 


STATEMENT 1 


1,786,781 
508,645 
2,295,426 


106,000 
3,131,000 


94,000 
3,331,000 


169,000 
169,000 


5,829,837 


4,858,560 


1,724,438 
3,134,122 
$2,695,715 


TOWERS MARTS AND PROPERTIES LIMITED 


STATEMENT 2 


STATEMENT OF INCOME 
AND EXPENSE AND DEFICIT 


FOR THE YEAR ENDED SEPTEMBER 30, 1966 


(with comparative figures for the year ended September 30, 1965) 


Lease rentals and payments received under-sub-leasing agreements...... 
Less amortization of leased properties 2.582 len ee ee ee 


NEE TGASEHIFICORIG EL osiecter tte sea carciee a tle La bul au one eo trae een 


Miscellaneous thCOMes..tearccrtl csr hoe cus eee ee eal eee sts ony ee 


EXPENSES: 

Interest:on. secured obligations... x... on ches ee ee eee 
Interestvonideferred(clalims © 2- eb aoe. he eee eee ee 
Interest on preferred and unsecured claims .....................0005. 


General expenses (1966 — including management fee of $15,000 
tO/a GIFECEON): ese ses Rs ak a er a 


Operating (loss) for the year before the following ...................... 


SPECIAL CREDITS: 
Discount allowed on repayment of mortgages (05). 5.0 eal ee 
Profit on sale of 2,500 preference shares of Allied Towers Merchants Limited 


Recovery of amounts written off investment in common shares of Allied 
Towers Merchants Limited in prior years — 


On sale of'250000'sharesv. <5 hos cee en ee ee eae rey, 
Restatement of remaining 503,750 shares to original cost (note 4) ........ 


Special credits less: loss foriyear.... 477420 operetta 


Deficit, DeginnINS: Of Var vco-konc 1. 6 5 He ae ee es ane eee 


Deficitesend Hori Vea a aes okie gale ON eon aca a a Oia ee 


See accompanying notes to financial statements 


1966 


$ 361,827 
156,189 


205,638 
2,842 
208,480 


154,033 
53,890 


53,237 
261,160 


(52,680) 


90,126 
8,786 


75,605 
353,845 


528,362 
475,682 
4,858,560 
$4,382,878 


1965 


$ 308,027 
151,363 


156,664 


4,983 


161,647 


187,246 


70,000 


32,484 


289,730 


(128,083) 


(128,083) 
4,730,477 


$4,858,560 


TOWERS MARTS AND PROPERTIES LIMITED 


STATEMENT 3 


STATEMENT OF SOURCE 
AND APPLICATION OF CASH 


FOR THE YEAR ENDED SEPTEMBER 30, 1966 


FACTORS WHICH REQUIRED CASH: 


Payments on current accounts payable and miscellaneous expenses .................... $ 56,849 
Payments, including interest, on claims of secured creditors ......................04.. 547,183 
Payments, including interest, on claims of preferred creditors ................... 0.000. 142,000 

746,032 


FACTORS WHICH PROVIDED CASH: 


Lease receipts and payments received under sub-leasing agreements .................... 382,989 
Proceeds on sale of portion of investment in Allied Towers Merchants Limited ............ 168,786 
eM 2 ier Cote ee a PA I RT TH ha sala ewan lewie ca wise oiu em wa eialtg wes 150,000 
MO CIESECCO IG fF) ett ht cae ko torts & oars onan oh Bea ah yeaa. Se Aamtes s 592 

702,367 


SRE MITIBE ASAD CDT IOC YS 3 fds Gos yak. « vo, x Fahd «73s ito ey MAR Cate Oe $ 43,665 


TOWERS MARTS AND PROPERTIES LIMITED 


NOTES 
TO FINANCIAL STATEMENTS 


SEPTEMBER 30, 1966 


1. (a) The Proposal made by the company to its 
creditors on July 8, 1963 under the provisions of The 
Bankruptcy Act, which was accepted by the creditors 
and approved by the Court, was implemented during 
the year. $3,063,493 of the claims of unsecured credi- 
tors were settled through the issue of 765,745 shares 
of the company’s capital valued at $2.00 per share 
and the issue of $1,532,003 in unsecured notes. The 
notes bear interest at 3% per annum, increasing to 
6% in 1970 and mature in 1970-1979. $11,715 of these 
claims remain outstanding pending receipt of infor- 
mation by the Trustee with respect to registration of 
shares and notes and are included in “Provision for 
unsecured claims” on the balance sheet. The re- 
mainder of the “Provision for unsecured claims” rep- 
resents the excess of the liability for unsecured 
creditors provided in 1963 over the claims allowed by 
the Trustee to September 30, 1966. 


(b) Under the terms of the Proposal referred to 
above, the company has granted an option to Lincoln 
Rochester Trust Company on 500,000 of its common 
shares at $2.00 per share exercisable on or before 
July 31, 1968. 


2. The accounts of the company’s wholly-owned 
subsidiaries, Towers Metropolitan Company Limited, 
Bendonald Properties Limited, Vaber Investments 
Limited, Towers Greenfield Limited and Rectory In- 
vestments Limited have not been included in the 


accompanying balance sheet. These subsidiaries are 
not believed to have any assets of significant value 
nor any liabilities for which the company could be 
held liable. The company’s investment in these sub- 
sidiaries has been written off and steps are being 
taken to surrender their charters. 


3. The company transferred its interests in the 
operation of shopping centres to Allied Towers Mer- 
chants Limited as of May 1, 1963. Eleven of these 
shopping centres on which the company has long- 
term leasing commitments requiring payments in 
total of approximately $190,000 per month were sub- 
leased to Allied Towers Merchants Limited for the 
same monthly rentals. Under the sub-leasing and 
other agreements, Towers Marts and Properties Lim- 
ited is to receive 742% of the consolidated net profits 
before tax of Allied Towers Merchants Limited and a 
rental rebate of $50,000 annually until December 31, 
1975. In each of the years 1967 to 1975 inclusive 
Towers Marts and Properties Limited is to refund to 
Allied Towers Merchants Limited 50% of the amount 
by which its percentage share of consolidated profits 
exceeds $50,000 up to a maximum total refund of 
$155,000. 


In addition 50% of the amount by which the com- 
pany’s percentage share of the consolidated net 
profits of Allied Towers Merchants Limited exceeds 
$50,000 shall be used to repay the 6% debentures 
(schedule A). 


TOWERS MARTS AND PROPERTIES LIMITED 


The two shopping centres owned by the company 
together with certain fixtures contained therein have 
been leased to Allied Towers Merchants Limited for 
a twelve-year period from May 1, 1963-at an annual 
rental of approximately $260,000. The lessee has the 
option to purchase either or both of the shopping 
centres and the fixtures at any time during the term 
of the leases at the present value of the future lease 
payments. These shopping centres and fixtures are 
reflected on the accompanying balance sheet at the 
option prices at September 30, 1966 and the amortiza- 
tion thereof in the year has been applied against 
lease income in the statement of income and expense 
and deficit. 


4. During the year ended September 30, 1964, the 
carrying value of the company’s investment in com- 
mon shares of Allied Towers Merchants Limited was 
reduced by $545,450 to an amount equal to the under- 
lying book value of the shares as reflected in the 
consolidated balance sheet of Allied Towers Mer- 
chants Limited at December 31, 1964, the date of that 
company’s fiscal year-end. No adjustment was made 
in the year ended September 30, 1965 with respect to 
the 1965 operating results of Allied Towers Merchants 
Limited as these results were not available at the 
time the company’s statements were issued. The 
statement of income and expense and deficit reflects 
as special credits the recovery of the major portion 


of the 1964 write-down during the year ended Sep- 
tember 30, 1966, as follows: 


(a) Recovery on sale of 250,000 shares ....$ 75,605 


(b) Recovery on restatement of the 
503,/50 shares held at September 30, 
1966 to original cost, to reflect the 
recovery in the market value of these 
shares during the year oo... 353,845 


$429,450 


5. At September 30, 1966 the preference and com- 
mon shares of Allied Towers Merchants Limited 
owned by the company were pledged against secured 
indebtedness. The common shares are subject to a 
voting trust agreement; an option has been granted 
on 125,000 of the common shares at $3.50 per share 
exercisable to September 30, 1970. 


6. Claims in addition to those provided for in the 
balance sheet amounting to approximately $6,030,000 
have been filed under the Proposal referred to in note 
(1) above. These claims are based on the company’s 
alleged guarantee of certain obligations of its former 
parent company, Towers Marts International Inc. They 
have been disallowed by the Trustee and are being 
contested in the courts by the Trustee on behalf of 
the company. 


TOWERS MARTS AND PROPERTIES LIMITED 


SCHEDULE A 


SCHEDULE 
OF SECURED CLAIMS 


AT SEPTEMBER 30, 1966 


Claim Interest Due date Monthly payment Amount due 
Mortgage — 
Re Greenfield Park—i1st .......... 9% March 31/77 $7,316 $ 605,857 
Greenfield Park— 2nd .......... 6% May 1/71 4,000 189,650 
Re Chateauguay— Ist ............ 8% Dec. 5/75 7,033 549,096 
Loan iis Geeta cae eke cae 8% Dec. 1/75 5,690 447,908 
Debentures is 4. os A eee 6% Nov. 30/70 (note 3) 143,751 


$1,936,262 


See accompanying notes to financial statements 
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Aion, Gordon Ye ie 
ered Aocountants 


15 Wellington Street West, Toronto 1, Canada 


To the Shareholders of 
TOWERS MARTS AND PROPERTIES LIMITED: 


We have examined the balance sheet of Towers 
Marts and Properties Limited as at September 30, 
1966 and the statements of income and expense and 
deficit and source and application of cash for the 
year then ended. Our examination included a general 
review of the accounting procedures and such tests 
of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


We are not in a position to express an opinion on 
the financial position of Towers Marts and Properties 
Limited as shown by the balance sheet at September 
30, 1966 due to the uncertainty as to the extent of 
possible liabilities, if any, relating to claims of 
approximately $6,030,000 at that date, as explained in 
note 6 to the financial statements. It is our opinion, 
however, that the assets and liabilities, other than 


Toronto, Canada, 
February 23, 1967. 


Halifax Quebec Montreal Ottawa 
Toronto Hamilton Kitchener London Windsor 
Winnipeg Regina Calgary Edmonton Vancouver 


Arthur Young, Clarkson, Gordon & Co. - 
United States—Brazil 


Telephone 368-2751 (Area Code 416) 


AUDITOR’S 
REPORT 


possible additional liabilities arising out of the afore- 
mentioned claims, are presented fairly in the balance 
sheet and that the statements of income and expense 
and deficit and source and application of cash pre- 
sent fairly the results of operations of the company 
and the source and application of its cash for the 
year ended September 30, 1966 in accordance with 
generally accepted accounting principles applied, 
except for the matter referred to in note 4 to the 
financial statements, on a basis consistent with that 
of the preceding year. 


We report that certain officers and directors of 
The Clarkson Company Limited which is acting as 
Trustee under the Proposal referred to in note 1 to 
the financial statements are partners in our firm. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


(ez 


